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Simply stated, the issue is compatibility without compromising signal security.
In fact, it is the efforts at signal protection that is the largest cause of
incompatibility, as:so many technologies are used in attempting to safely deliver
programming. Therefore, security is clearly the disease and must therefore be
dealt with, not just the symptoms of incompatibility which are the varied and
confusing technologies as a result from a lack of standardization. The degree and
complexity of the related issues (compression, transmission standards, etc.} that
would need to be managed in order to achieve compatibility as discussed in the
responses from the EIA and NCTA are rather overwhelming,.

However, a standardized “security system” is manageable. How? The answer is
contained in addressability. On numerous occasions by various parties including
the NCTA in its summary response to the Commission, addressability is called
the “ultimate answer” for security control.

Therefore, our suggestion is to develop a standard for an addresser/tuner (certain
smart card usage options may be appropriate} which can be built into various

. types of devices. This would then allow for a natural evolution towards
standardized operating systems (with security having been resclved), thereby
negating most if not all of the problems which cause incompatibility.

Please allow us to continue by providing the Commission with the following
brief explanation of our project, a subject about we are much more
knowledgeable and confident!

Simply stated, Emc? will be, in the true sense of the VCR and its success,
“electronic video rental.” This will be accomplished by an electronically
delivered “less than real time” (a 5 minute “burst” for a 100 minute movie)
“download” of the program (movie, game, multimedia) to the VCR (or other
electronic storage device; i.e. write/erase optical disk) so that when the delivery is
completed, the consumer/end user will then have the product to be used at their
convenience, and most importantly, control. Each VCR/device is individually
addressable and requires no converter or decoder box or complicated scrambling
system, as the signal is naturally protected (and by other means) by its less than
real time structure, and anti-copy is built into the VCR preventing illegal copying
by another VCR. Multiple consumer electronics manufacturers will be licensed
(no royalty is charged to them) to include the Emc? “feature” into their product
lines, be that a VHS VCR or other. Emc? will be the service provider/electronic
video rental store by joint venturing with varied partners in different
markets/countries.
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We will sell programs “retail” in some cases directly to the consumer i.e., by
satellite, and in other cases we will “wholesale” our products to intermediaries,
i.e., cable companies, who then “retail” the product to people who would have
the VCR connected to their cable. We are finding a great deal of interest and
enthusiasm from cable operators, many of whom are saying they do not care to
operate a PPV system, they do not believe in the staggered start time
multiplexing, and do not believe the consumer will settle for less than the VCR
and video rental has offered in ferms of convenience and particularly the ability
to control the scheduling and viewing, while using pause, rewind, and fast
forward. We are beginning to hold talks between cable industry and consumer
electronics representatives.

To be somewhat philosophical, ours is a system based upon decentralized
distribution/access/usage of programming/information wherein the consumer
is in charge, versus centralized control with the consumer having less control
and perceiving much less control.

-Less philosophically, our project is an obvious next step in the evolutionary
product life cycle of the VCR. To support our concept please consider the
following:

The Basics

-the VCR has been extremely successful

-video rental has also been extremely successful, in fact, most experts say it was
video rental that really caused the VCR to become the overwhelming success it
has been

-what is the magic the VCR provides that TV, Cable TV, Satellite TV, Wireless
TV, or the cinema, etc. does not satisfy and therefore makes video rental so
popular? *CONVENIENCE *CONTROL *CHOICE

What is next for the VCR?

As is often done for successful products, let's take a look at the VCR and
question; how could we extend its life cycle (which takes advantage of a
successful history), with a logical and evolutionary (not revolutionary) next step
and/or improvement(s)?
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For your further reference/background, and understanding of our efforts, I have
included additional information in a form which you may not be accustomed to.
As you may know, comic books and animated characters are quite popular in
Asia. We therefore have our own comic, and I thought you may enjoy/find
amusing a glimpse of such. The Emc? comic, is actually a serious business tool
for explaining what we are about. The usage of this comic includes informing
our joint venture partners, studios, and consumer electronics manufacturers,
etc., about our project. While our comic is 19 pages in total, I have just sent you a
sampling.

We have sincerely appreciated this opportunity to have presented this
information to the Commission and would be very pleased to meet with you

(Mr. Franca, May 5th, 1993) to discuss Emc? in further detail.
Thank you again.
Respectfully,

Will Graven









SCORES OF CABLE AND SATELLITE PROJECTS ARE OPENING THE WAY FOR DIGITAL ELECTRONICS

The rush is on to supply video-on-demand

Continued from page 1

Not all the competitors are
household names, however. Tiny
startup Entertainment Made Con-
venient? International Holding
B.V. (EMC?, Amsterdam, Neth-
erlands) is preparing an end run
around its formidable competition
to become the first company to
provide digital video-on-de-
mand—in the U.S. within a mere
12 months, and globally within 16.

EMC? founder William A. Gra-
ven's vision of video-on-demand is
fairly simple. Cableandplnm com-
pames would store films m huge
digital video file servers and route
them through digital switches di-
rectly to each TV viewer. With
two-way communication capabiity,
the servers could act as remote
VCRs, even providing “trick
modes,” such as pause and fast-
forward.

Rather than wait for a nation-
wide infrastructure to be estab-
lished, however, Graven proposes
installing black boxes into home
VCRs that would accept digitally
compressed fikns downlcaded from
direct broadcast sateflite in five
minutes to viewers’ homes. With
the film decompressed and stored
in a VCR, consumers would main-
tain complete control over what
they watch and when they watch it.
The customer would have to buy a
small satellite dish and an EMC*
compatible VCR.

This week, EMC? is signing an
agreement with Bandai-Japan's
leading toy company—and Nissho

Iwai, a major trading company, to
establish EMC* Japan K.K. The
venhuare establishes EMC? in the
country from which it must source
home VCRs, its key components,

EMC!? is still conducting exten-
sive discussions with leading Japa-
nese VCR manufacturers, includ-
ing Hitachi Ltd., Toshiba, Victor
Co. of Japan Ltd. JVC), Matsu-
shita Electric Industrial Co. Ltd.
and Sony Corp. .

Make a reservation

EMC? has already reserved eight
channels from a new satellite to
be launched next year in Japan,
and the company will soon decide
whether it will go with Astra or
EutelSAT in Europe. Graven
plans to start EMC¥s video-on-
demand services first in the Unst-
ed States, in March 1994; thenin
Europe, in April 1994; and in Ja-
pan, in July of that year.

The interactive-video-setrvices
market is sh'll attracting a host of
new i . For instarce,
Time Warner's interactive-net-
work development project in Or-
lando, Fla., has piqued the interest
of Microsoft chairman Bill Gates.

Last week, Gates said Micro-
soft hopes to participate in Time
Wamer’s “two-way electronic su-
perhighway into the home” proj-
ect, scheduled for launch in early
1994 at 4,000 homes in Orlando.

Microsoft apparently is among
some 60 vendors competing for
arders from Time Warner for fiber-
optic cabling and components, digi-
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. tal-compression  systems,

digital
asynchronous transfer mode
(ATM) switching technology and
storage technologies. IBM, HP,
Kaleida and Toshiba are also be-
lieved to be on the bist. James A.
Chiddix, senor vice presilent for
engineering and technology at
Time Warner Cable, said the com-
pany will announce a list of vendors
by the end of the month.

Time Warner claims that its on-
demand broadcast service will he
fully interactive and immediate. In
contrast, the fim-delivery services
promised by Hughes DirecTV and
TCI by early 1994 are expected to
be of the “near-on-demand” vari-
ety. Near video-on-demand is es-
sentially a sophisticated variant of
existing pay-per-view services. A
fitm is shown on multiple channels,
but at start tmes staggered 10 or
20 minutes apart. Viewers can put
a chosen fiim on pause and then
later tune in to the same point in
the film, only in 2 subsequent
broadcast on a different channel.

A limitation of near video-on-
demand is that it is usually a one-
way transmission. “Pausing” is
not seamless and other VCR-like
trick modes are not offered.

Time Warner's Chiddix said a
fully interactive network requires
terabyte-size video file servers, a
giant switching matrix, and a set-
top decoder that incorporates a
microprocessor so it can operate
interactively in a network envi-
ronment with a central control.
An operating system running on a

network that ties into a billing
system is required as well.

On the home-terminal end,
Time Wamner’s system will need a
graphical user interface (GUID),
separate from the operating sys-
tem, to navigate users through
the interactive services.

Chiddix said Time Wamer is con-
sideting MPEG-2, but it also wants
the system to be able to download
new decompression algorithms,

Dedicated machine

The integration of all of those
technologies is expected to yielda
home terminal with a price of
$200 to $300 by 1995, said Chid-
dix. Asked whether that umit
might be a multimedia player such
as that offered by 3DO, Chiddix
said the carrent plan is to offer “a
dedicated machine for cable.”

Richard Tompane, vice presi-
dent for technology at 3DO, said
his company is mterested in the
Time Warner project but ac-
knowledged that 3D0O’s machine
wotld be too expensive to serve
as a cable TV terminal.

Rather, he said, 3DO hapes to
license its technology to termimal
builders, Set-top termmals based
on 3D0O technology would have in-
terfaces to 3DO-compatible titles
as well ag the capability to transfer
downloaded information to a 3DO
machine, Tompane noted.

While Time Wamer touts the
full-service capability of its planned
Orlando services, TCI's more con-
servative approach will initially

serve a broader market. TCI and
partner AT&T are currently con-
ducting consurner tests outside
Denver that offer both near- and
full-video-on-demand services.

.The full service offers a selection of

more than 2,000 movies. For the
near-video-on-demand service, the
partners have created. a system
with over 500 channels—more
than enough to multiplex a handful
of movies at staggered starts.

The network runs on a Unix-
based system, with home termi-
nals based an one of Motorola’s
68000 microprocessors “heavily
embedded with interfaces and
other functions,” said Tom Elhot,
TCI's vice president for engineer-
ing and technology. TCl is design-
ing 2 home terminal “to be mappa-
ble to an ATM system,” he said.

“TCI will continue the test,
which started last summer, for
another year.

While cable companies are rush-
mg to start digital video transmis-
sion services, phone companies
have been equa!ly aggressive, The
combination of compressed digital
video and Asynchronous Digital
Subscriber Line (ADSL) technol-
ogy will allow phone companies to
offer video over exsting twisted-
pair copper cable.

This surmmer, Bell Atlantic will
start a video-on-demand test ser-
vice over existing telephone
wires for up to 400 of its employ-
ees living in northerm Virginia.
IBM RISC System/6000s will

function as servers for the test.

i
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